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FINANCIAL AID SURVIVES REAGAN BUDGET CUTS
By William Scott Brown 
University of Montana
MISSOULA-- .* Office of University Relations
New and returning students at the University of Montana will find a far 
better financial aid situation this fall than anyone had dared hope for.
One of the first acts of the Reagan administration was to suspend the 
financial aid regulations of the Higher Education Act, and for months after­
wards federal financial aid programs for college students were caught up in the 
budget cutting stampede.
When the dust finally settled with the passage of the Reagan budget bill on 
July 23, the major federal financial aid programs emerged with only minor changes, 
which according to LM Financial Aid Director Don Mullen, were "not nearly as 
severe and destructive as those originally proposed."
The biggest changes came in the Guaranteed Student Load (GSL) program under 
which any college student formerly could borrow up to $2,500 a year from a local 
bank with the loan guaranteed by the federal government.
Although the program still exists, upper and upper middle income families 
will no longer have unlimited access to it. Dependent students whose families 
have an adjusted gross income greater than $30,000 must now meet a "need" test 
which involves completing a financial disclosure statement in addition to the 
Financial Aid Form required by other aid programs.
(more)
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Also GSLs now require a five percent origination fee that the bank takes 
off the top of a student's loan. This means that if a student applies for a 
$2,000 loan, the bank keeps $100 of it, but the student repays the entire $2,000
plus interest. The minimum repayment amount has also been increased from $30 a
:
month ($360 a year) to $50 a month ($600 a year).
Mullen points out that these changes are likely to have their greatest effect 
on upper middle income students and their families, because the GSL will no longer 
be available to replace the often hefty contributions such families are expected 
to make under most other financial aid programs. A family with an adjusted gross 
income of $32,000 is expected to come up with $3,380 toward their child's education, 
and until now they could borrow most of this as a GSL.
Pell Grants, formerly Basic Grants, have also changed slightly, but in this 
case the change is temporary. The maximum grant has been reduced from $1,800 to 
$1,670 but will return to the old level in 1982-83.
"For most people," Mullen points out, "$130 isn't going to make a crucial 
di fference."
The final change is the National Direct Student Loan (NDSL) program under which 
federal funds are loaned directly to needy students at a very low interest with the 
school acting as collection agency.
The interest rate on NDSLs increased on July 1 from three percent to four 
percent, and it will go to five percent on October 1, still incredibly low in a 
day of 17 percent mortgages.
Mullen gives credit to a "rational Congress and successful lobbying by the 
National Association of Student Financial Aid Administrators" for keeping federal 
financial aid programs essentially intact.
(mo re)
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Any negative effects from these changes on University enrollment are likely 
to be small, and Mullen speculates that they may even help boost enrollment.
"It's conceivable that local people who initially planned to send their 
children out of state to private schools decided to stay at UM this year because 
of the prolonged uncertainty about financial aid," he said.
